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^SSSSL 


Large reparation powmte by FinlaM to the USSR in the iwtewar yuors, 

1944 - 52 , bed the effect of gearing the Finnish ecoocr^ to Soviet reqplrcoasfts* 

When reparation pqpoents were coveted in 135 k, the Western wr&et situation ae 
such that Finland vm ft arced to turn to the Soviet Bloc for imrmmd, trade. 

Since 195& the percent of Bloc trade to total Finnish trade reacted a high of over 
30 percent, with the XX3S& r*£&a£ifig the WL as Finland’s Mjor trading partner* 

Tte tanas of the mm 3-year trade ogreaanat between Finland and the D8B& follow 
this general trend with projected tenia Increasing steadily over the 5-year period. 


Soviet aapqvta to Finland have teen consistently less than ia£*krts froe Fin- 
land, consequently, Finland tea built up a large ruble balance * In an effort to 
adjust this i abo l agiee , trilateral afpomsois with Satellite countries have teen 
arrayed ami lam teen partially eueoeoafttL# 

With Finland 1 ® trade inci^Mingly oriented to tte Bloc, ste ha®- been dasyextately 
seeking mean® to procure umvailable Western exchange. Recent IBSR-Fintand credit 
aad trade agresmauta have rscoentaed this n*$a&. Although the U9BR tea agreed to 
grout HaUad a $LD t&JOXm gold lean mil pay a limited portion of future deficits 
In gold or foreign ewrrenetos, the negotiations leading up to these agreeneats 
wem dominated by the fact that the USSR is the only market mm liable for ouch of 
Final sir statal and wood prodt^tioiu 


I. Ifefaxriuctlan * 

As ptwidal by the Amistica of September 1944 , ml coECfinacd by the Paris 
Treaty of 1948., reparatloess in ooorxkLities oaossnting to over $300 milli on {sec 
Table l) were delivered by Hrlmi to the IB® in the 3 years asubsec|uont to the 
Araistt.ee* l/* These deliveries consisted primarily of aeUUL nanuft acturee , ahlpe, 
and vend pfoteste. Since aore than om-h&lf of the i^i^srations deliveries con- 
sisted of eaonoditlen not previously escorted by Haloed, sqpattto during the 
first years vcrW a great hardship oa the Finish ecomay* During the first 5 
post war year© it was neocsoaiy for Finland to harrow #3T3*CTO,000, cMedy from 
the IB and Sweden, tor imeetmart in the fm*ts&-warkir^ Mid sfalp-bulMing indus- 
tries* Reparations deliveries in 19 6 accounted for 5*6 percent of the Set 
Rational Product of Finland. In 1951# totver, the c&pansiofla program bad progressed 
e^sidorahly, ml reparations deliveries Ofitcounted for only IS percent of the 
tot national Product, i/ 

She© reparations were about to end in September 133k, Ftnlnnd wm faced with 
the problem of finding foreign mrteta for the type of goods formerly delivered 
as Astern markets were unable to absosh significant i^wtitles 

of ttaoe comoditiea, principally natal products and woo & products, for several 
reason©: 


X. Since the Postetoresn boom the world teii. for wood and 
wood products bad dec! irad considerably, causing a drastic drop 
in prices and on extremely conpotitive world oartet« Gonso^uanfcly, 
PiaPand 1 ® largest industry, wood and wood products, was faced with 
a situation of rigid production casts and a declining world market 
price . 3/ 

1 * Hmland*® newly eacpmtei jg&tel-wfHrktng industry, now the second 
largest industry, was a high-east producer. Also, since, it was 
c?xpoi»ied to fulfill reparations obligations to the USSR, it was 
©earned to Soviet req^reaents which did not necessary correspond to 
the needs of Beetem rmsiiets. j 


* IbSSSe" references in arable ms^rals are to sources listed in the Appendix . 
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'.we yx tumm <ns iosctsid to tun to tow VGHt uton to*; «at -ort 'lOMiWli* 
tie® w**i mk favar«ljl« «mk Is tJ» UMt. CooBe^Bent^- to Sa.jfcafcer l5'w, whes 
reparations deliveries tasted, Malawi awl the U5SR o«k:ludisd a suj.Oesaufcaj^ 
agreaaont to the 1** trade- agrtMcwab viiieh latwaea ti» tmfc, oF thews aaunfcrtos 
far the- reswiafcr of lySt sad £twr»«aod the Oiorte and iapsrte far caca. of tow 
years romeinlne ussier tat ;.-yw sgreeeent < 1953 -i> 5 ) hi r $43," 

12. Trade Prot ocol , i.y si. 

li; Ifevoiaber I9>3 > & trtea protocol wmr$-r signed beiMen Fi^ia^i the CJSSH 
o^ti^iiahlng the Xciml of trade betma the tw countries for 1354 . Tm value* 

•■^1 Ixrj&tto oxpsrts ®st tJQT tills protocol w&& million higher thM the expo r t 

/alocc sat fey the Ioag:-twiii hgrecaiBat far 1£5’ ■ . Is dittos:;, the mlao of 
imparta m set at $*W mllliosa higher than the import value. set ay tte lang 
tewi «g*o«oi 2 t* Both import and extent values estikfclieiitd fey this tmfc *3rctocoi 
hoover, than the* values established fey a trade: protocol for i#>3. 
*ctedulc& reduct ior* is Finnish imports vm probably due to a sK»e roalirti-.. 
^gmsenfc of actual Soviet export* md trade qeraencst cotasltaeii tc> while actual 
Finnish exerts of nctal I r&u atty -vroducts wtsrc cut 1C percent on tto *&■&&$*& 
that Itaaiaii .trices too high. (Sm fable 1.) 

«a& oqui;;m^fc csgorta from Finland will eoao titute >C parent of' 
Finland's Sparta to tiro USSR in 19 >>, and 3 percent of this viji consist of 
sfeijps* Wood and wood products will comprise >3 percent* The toiport ixasmltments 
cat 4$iLl#fea& fey this irotocol are generally favorable to Ftolmi teeauae they 
catihSa Finland to import ssost of its r^uirswietito of strain, fodder , ofcroi4ttsi 
^rataeta# sugar, &M eottan. 5/ 

a« iwmmojbr iac&itod yrwrt Mim® for the adjusfeteot of Flaiaa&*s ex?jQ*t 
mw^lm fey trilateral ogruo^ute with satellite countries ad by -ayaento from- 
the W&R. in $pM and festoru cursrofcctos . Those pswlM»s will lx* diseutf©#& in 
SaeUon V. 

Ilf* to&g Tcaa Ag^waartafc^ 19 .j6-6o » 

Ju ^yatiajticaaa . 

Ifegottstdom for the new tong; tom which Xmgm In Harch iy>l 

coelute i on 16 Ohly 305- * l^limlnary reports iMicate that Finl and hoptrd 
to limit anra ia i exports to tmt m^o than |d§€ million and to abm^t ;|100 

million x to a^^amSaadbaly the amse XawoX of trade as wae sert by the lp3'$- a@re©- 

the otter hand, had ra^iMHited an ogexaraion of ficaiah worts 
to «I?.5 Mllion annunUy . 3totasver # when aaeoMationa endod and tte a^reOTent 
was alidad it atlpulatad tlmt Fianiah cxixstto wore to raaeli a, high I 1 C 3.7 
aUXiori. mi Fiima cm to too wen a sli^ife vietcay In ttea roepav 
tissy ^ wa^c f oread, to in to isowriat daiKto®®' for Incx^masd r-^- 1 $;Qj^its r i ic tl o^i 
eo«itoei3ta* In i^asral the edmat iity co^.ion«t of mmish Soviet trade is 
similar to that- of pjwious ysars* (See Tohle la) j/ 

B. Fimtimi gaporta * 

WimuBh exports mlor tlia tama <a£ # tte mm p-ymr aert^aar^ nm 

©tonally -teimif tbr«gteul- l^p6-6a* Em;crts are to lner^«» free 1147,5 siilllos. 
iri 1956 ($h.n million above the p l a nne d escorts for 1 ly> : .) to ^J*T aUlim in 
Tabte 3*) A ctm^ariaon of the reeosrtod trade- values for tte 
lS/51^53 indicate* that tot tra^s- values set by the 1950 loug*tera aip ^m ^ nt , 
the trMc values ©at fey the 1-yem* agrnwaata for 1950-53 for Finnish oporto to 
tiic y^SH uasrt ^faatof than tbe valmoa stlymlated In tte IJyO a gJMPit and aiasost 
to tte val mm mt fey the yearly asreomeato. eossc?c?uent^, it b&£& to 

that Finnish coroiteeat® set fey this a$v loi *%-%*£& agr^Ment ^rvMhly 

will ‘fee., d^livarod. 

2m taaaoditioa to be ported fey Finland under this agre^sst arc eaaastialX 

^ exported unto- the 1990 Agreansnt. The Jfegre^nt calls for tte 
iMltmrf of »other 10,900 b.or«e 4 .oacr ioebreteer (similar to tte ter^ no^ under 
conatra$.*t ion tear toe US1S1 uod^ r tte p'ra-sent loner*- term agreesaont}, a a^su ^iaiat 

* TCCl ' #ioEtlSi3iii in rubles £&$*& botui converted to .ofr^orancium to VBi- ccpaivales^ta 
at the- mto of . nibl^o ,er dollar. 
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loatraaliiiur of <£,COC harmpamr, 3 tankers and is cargo ships. These tantere 
are probebly of the else of those* previously constructed for the USSR (I, lot pas 
and «.,CQ0 BUT). Other Flmiah oxyarts include aaehtae tools for working natal, 
profabriert-cd bouoea, sms t infer , gulpwood, cellulose , yager cardboard, ana 
paper good*, y 

C. Final ah Ifeorts . 

Fiiasiali lujorta from the USSR are to remain lower tiara Finaieli exports, 
wMle the ^ agreement ;wrid*s that Soviet exports will iasroaes ;;!£?. S Bi ll i on 
ia l$5b, (?*JV> aillion tboK the value set for 133 < ) to Uz.3-1 °m » ^ ia jgfio. 
JteeartoA trad* value* for tar yeans 1951-53 indicate that Soviet ex,mte have 
consistently fallea abort ai' coaaitueats stipulated in trade asre^aatsntG . ifoers- 
iore, should this situation coot tram, tbs export surplus ia f sever of Finland will 
be even larger than tee trad*; agresueat figure* •would, indicate. Soviet export® 
will ooaaist of cereals, sugar, fodder, synthetic fert ill tore, liquid msd solid 
fuels, natal, rolled natal, cotton, cteaaieala, and furs. %/ 

8j *cial Features and Prorisioas . 

Several syo.ial features aal provisions of the new loag-tera trade apt *, 
ara* include t 

I. A provision that the trade surplus in favor of Finland will tee adjusted 
by trilateral agreement* with several Satellite eawitrioB mid by „<*,**»** froa 

tbe 0ES5E ia gold and Western currencies, These provisions will be discussed la 
detail Sv.tfesac rf safe V 

fc. Jut A. i*undix, consisting of a joint declaration for tbs cretaotian at, i 
rsiaiatoaaanc .2 of international pan-x and security ’‘in eonf amity with* the jrteeiials 
of the UK" aal for the understanding of the two goromwats that '’only ooddaotivc 
farces of all statue is§brU« 5 of social structure eon insure security of paorOes 
ainee the struggle for .'em* and against threat of new war is is tbs general 
interest of all etat.es. K 

J. The Appendix also Include® on agreeseat to raise the bzg&tima ia 

the respective capitals to the status oS Mrih ss s les and to rrrTwm fantemsnlnrii icy 1 

®»i» la the first time ia FixUah-Soviet trade relations that such a 
r-olitieal att®adi* has been oamecteA to on economic agreement. It moos to re- 
afflm «a*x of the principals of the Oreafcy of Friendship signed by the ISIS and 
Finland ia l$kQ, ' 

K> Trilateral Aereexsatc . 

Ifcs use of trilateral agreements with Satellite countries to ..ossxeasate far 
a surplus of Finnish exports to the BBSS ia not a new arrss&axnt ia Soviot-Flaaicfc 
tmd® relations. Trilateral agraeasats were provided for ia tho .1950 long-tom 
agreeKast and were used with ®*e success. Trad* iadMlaa.cs la 1951 and 195* 
wore covered by trilateral agreements with Caochoslom ia and Poland. A lame 
InfiMlaace in 1353 wan only partially covered, however, fey such sgmaaanta. XL/ 

In the 195 agreement pwisian was also cade for the trade imbalance to tee 
covered partially by trilateral agresssseets. fey 

Sines J'imisfc industries are dependent on import# of raw materials, m& of 
wMoh the Satellites are undo* to supply, trilateral agreements with Satellite 
eowatriss offered only Un i ted assistance to the .export surplus protelsa. Con- 
sequently ia the latter Bootes of 1953# Finland prosossd that the US and France* 
enter late trilateral agreements with Ftaland and tins USSR for 195k. trilateral 
agiuun.mta involving soother Western country would Fialand to import 

Western, raw noiterlalsj these* iTOi-aaala rere, however, tacrasd '!k?sjs by both tbs UK 
and Pranse . jy/ 

V. Credit and tows ftwlaloaK . 

la early February 193 , an agmxwst was sigsod ia Moscow under ■♦dish the 
M granted Finland a $10 xUltoa standby credit. The credit my tee draws uj.on 
la either gold or faee&uB exchaage witteia the next 3 years at tee- discretion of 
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25X6 


the Flans. Any aaeunt borrowed is to bear interest at k.,j react and is to to 
repaid over a psrtM of 10 years la the ease oedias is which it ie received. W 
So far as is toswm, this ie the firwt gold or convert ibl? currency loan granted 
by the USSR to a nos- Bloc country. 25X6 




on nauna’e part to aras? u^un 

' mmp t as that country sight wish to to so in carder to stmigtheB its 
exchange reserves . it was also pointed out that thare were no present plane for 
asking use of the credit. 23/ 


At the tine the credit was negotiated, the BBSS aim agreed to settle the 
1$5 : * Finnish expert surplus (expected to rnsount to over $j£. aillioa) in gold and 
foreign exchange. Uhls a chose was also a*te part of the 1996-60 trade agrasawst, 
ai®»d in JUly 195 k, water which a *suarter of the anticipated rJawish-WSS? trad* 

1 wbaX a iw -jg is to he settled in gold or convertible currencies. (See Tabic 3 .) 

The Finns recently received a psysenfc of $5,000,000 worth of gold from the [©SR 
under the 195'* trade agreement. 16/ 

In sjita of Coammist propaganda to the ootrary wither tbs credit agressssot 
xww the gsM-convertihle currency provisions in the 1954 and I 956 - 0 O trade agree - 
swnts represent a bargain for Finland. la late 1953, Finland had a lit million 
balance is bar clearing a count with the USSR !£/ and Fltmich Ruble clearing was 
being offered in "unliadted mnounts" at an 16 percent discount by s Finnish beak 
to a large US firm. 10/ Furthermore the Finns had been subsidising at substantial 
loss®* re-exports aflar m fusmtities of Soviet-Bloc goods as one art hoi of gettiae 
rid of unusable Bio-: imports. to order to a iniad ae such losses and tuns the ruble 
balances into a usable fora, the Finos had for acme tins been negotiating fur the 
conversion, of these excessive balances Into gold or Vesture currencies as she was 
entitled to demand, under the tanas of her I 950 trade agreement with the USSR. 

It was from such & position of wanness — the small supplier doBiaatsd by the 
giant 'buyer — t .ie t the recent series of R u s so — Final sh trade scad credit agr-cdSteat* 
ware negotiated. 


It had previously been taste plain tgr the US Secretary of State that a Finnish 
request for help in meeting Its hard currency needs would receive sympathetic 
consideration in Washington. 1$/ Furthermore the USSR could hove paid her existing 
tebts to Finland in land currency. It is possible tbnrofore that the Finns 
accepted the credit agreement under Soviet pressure, as the only alternatives left 
to h old i n g onto u nusabl e ruble balances and possibly as a wedge toward securing 
convertibility of a fraction of the trade imbalances itemmed under the 195 . and 
the succeeding 5 -year trade agreement. 


As a doatoarst purchaser, the USSR is in a position to gain increasing, control 
over t br. Fiarsicb economy. Tbs February credit agreement and the political 
covenants discussed during negotiations of the recent Finnish-Soviet trade agree- 
ments are symptoms of the utilisation of Soviet power. So long as the Finns are 
forced, by uncertain Western markets and their own rigid internal cost structure, 
to orient their trade- toward the USEE, the trend of a stronger Soviet voice in 
Finnish ec«B«Ble and political affairs can be expected. 

VI. Conclusion* . 

1. Since the end of World War IX the Fianiah export industries have ba./ome 
i». reaetogly dependent on abac Markets . This depeateftee has fallowed in part 
from the buildup of a high- oat Metal-working industry nested to meet Soviet 
reparations. 

»* The new 5-year trade? agnxmmat, ai&md in July 1954, provides for a 
continuing increase is Sewiet-finaUh trade, though net so great as the BE® had 
orig inal l y asked. The Finnish ooaBitxcnto wrier past Soriet-Flatl sh trade agree- 
ments have to large part been net or exceeded, bo it may be expected that the 
.projected level of Finnish exports water the present 5-ya*r agreement will also 
be act. If Finland's total ferric trade remains at a level near that of xawisais 
years, the [Soviet Bio-:, chiefly the USSR, will consequently increase its share 
which now stand* at JO percent. The males hope of reducing Finland's economic 
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m to# XJB8& ll*t la immmlng txmfo with % -fee V&Bt ~~ m wali&aly A oa«i~ 
bill ty mlsjm Fiaaito jro&sal&g md costa coa be reduced or wrld 

prt cm of mtal aa& msod. ^rsdact:: Xstrcsc:. * 

3* la spite of Ccramd at to tte contrary* neither the 

taor toe goM-’^oarortibl^ caromey pCOTiaiaoa la tow 1$?- «a& 2$56~©G 
tjcwdte acroemsito represent a bargain for FlaX«ad» 

FtoXasA hm been losJjag Readily In its trait witli toe QES3B mi b^-r^f ore, # 
it m froa a goattlos. <sf raa&tm&fc that toe tm farced to acoajpt to© Soviet ruble 
credit offer* 

133© converaian of ruble balances into usable fora Is im la too 

X9>0 agreeweiafc* sad Finland tml for soae time been a®g©tt«tiae for coworslcm of 
to© ^Mlire 'balance to $o M or Western cimmclm* As a dOBdaata jpridaaMr* 
toe 13S9H la ie a position to msr^wer credit and paymnt aegotiatloas ia their 
fieror* 
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Table 1 


Trade of FlaWl with the OS® *J 
1936 - 5 ^ 



h. tasaai. rate - *a»art-Aprii: 


- 6 - 
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Table 2 


Coaaodlty Trad* of Finland vlth the USSR 
19 * 8-53 


Thrisim* US 8 

li nt mUf ' I i wra i -*X 


Food, Severs fH, aad 

Wood wad Wood Products fe/ 
C feggical a 
Masuftetorsd Goods 
teehtwry and Transpor- 
tstiaB S^s&insaft 
MteeellAaseus MnwCtoeturod 
Article# aad Otters 

Total 


Foodstuff# 

Sevang#* aad Tobacco 

Xaadlfele Crate Material* 

SPGMKj^ PH 

tteetifaotured Goods 

ttefateffig * mmB Ot^BS 2TS 

Total 


atosrt, to tte USSR «£ 


m,- 

1952 

1951 

1950 


19*8 

!>• 

56,100 

901 

19,231 

1,596 

69,117 

1,7*8 

14,209 

*6,136 

*,599 

*05 

16,113 

9 

2,105 

, 3,091 
**,293 

60 

11,361 

2,893 

57,315 

8* 

21,780 

63,59b 

®,27* 

70,0*% 

*5,**7 

77,287 

6*,307 

282 

56 

292 

113 

36* 

*55 

**5«M 

£S*22£ 

321.071 

6*.802 

H&gg 




awerti.frqa tte .USSR 



60,169 

39* 

6*,6ll 

616 

3C#go 

l6,46y 

*26 

19,525 

132 

37,913 

703 

9,519 

7,101 

%B 

2,110 

3,517 

1,200 

967 

9,73* 

936 

8 S 

,J2 

3,280 

1,378 

$5851 

hc*h HI 

2,160 

*,732 

**51 

1,**3 

i,*ge 

2,351 

2,335 

5,*01 

1,032 

89.6*7 

81.581 

*1.390 

23,676 

yusaa 



jfc'i'r'T i ' J ' # acesl '«M« -'wafcy ~ ydfeYtft-rtet j ra«7 

%, Including synthetic fibers aad wood palp. 
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£■§*£* i-i-I 


m i* 3 

*roJttct«<J Trttdtt of Finland with the USSR 
Trm&a Agr**a*nc lj» 56 -& 


wittilil iTh ITTwT > ■ .Tl ■ ii T 


SS£ 

2S2&& 


B uXaacc 

1956 

107,500 

lh7,50C 

t 40,000 

1957 

108,700 

148,700 

+ 40,000 

1958 

117,500 

157,500 

+ 40,000 

1959 

180,000 

lob,ooo 

♦ 40,000 

3$60 

123,700 

163,700 

4 40 , ce 
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